CHOI-FM 


Tele-Capital Ltd. 
HIGHLIGHTS 


(in thousands of dollars except for amounts per share) 


Revenue 

Net earnings before extraordinary item 
Net earnings after extraordinary item 
Working capital 

Total assets 

Shareholders’ equity 


Per share: 

Book value 

Net earnings before extraordinary item 
Net earnings after extraordinary item 


v : 


$28,121 


A MNOUSK| 
BEC 


ONTREAL 


TORONTO 


1979 


5,203 

~ §,002 
8,148 
215007, 
17,609 


7.99 
2.37 
2.28 


[J 


1978 


$23,166 


4,556 
4,556 
5,170 
17,542 
13,819 


6.25 
2.09 
2.09 
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DIRECTORS REPORT 


Our total revenue for the year ended August 31, 1979, 
rose to $26,885,285 from $22,129,372 for the year ended 
August 31, 1978, an increase of $4,755,913 or 21%. 


On the other hand, our operating expenses, excluding 
depreciation and interest rates costs, increased by 30% 
to $16,328,379 compared to $12,577,482 in 1978. 
Earnings from operations, before extraordinary item, 
are 14% higher than in 1978 and net earnings for the 
year totalled $5,002,323, an increase of $445,889. 


Earnings per share of Class A and Class B shares, 
before extraordinary item, increased from $2.09 in 
1978 to $2.37 in 1979. These results reflect a levelling-off 
trend in profits which began more than a year ago and 
was caused this year by an increase in our production 
costs. 


The decision in December 1978 of the Canadian Radio- 
Television and Telecommunications Commission 
(CRTC) on our application for the renewal of our licence 
for CFCM-TV, emphasized that we should produce a 
greater number of local programs, and that we should 
make a larger contribution to the TVA networks. The 
commission also urged that we recognize, in a more 
determined and active way, the responsibilities and role 
of a radio and television enterprise in reflecting the 
political, social and cultural character of the region 
which it serves. It must be accepted that television, as 
well as radio, is a popular form of expression, which 
should mirror the life style and the aspirations of the 
community; it should participate in the progress of 
cultural life in all its forms. Comprehensive and varied 
programming, which recognizes our role, can lead us to 
be an active force in the life of our region. 


During the past year we committed ourselves to ways 
that will enable us to attain these objectives, and as an 
initial step we hired sixty new employees, bringing our 
total personnel to 407. 


The information given below describes in detail the steps 
we have taken in the past year, in each of the television 
and radio stations which make up our group, to improve 

our participation in the life of the community. 


CFCM-TV 


Production of local programs at CFCM-TV was twenty 
six hours per week up to September 1, 1978. This 
increased to twenty nine hours thirty minutes in January 
1979, and has now reached a level of thirty three hours 
for the fall/winter 1979-1980 schedule. This is an increase 
of 30%. Our production includes twenty three hours 


devoted to news and current affairs, four hours and 
fifteen minutes of recreational programs and nearly five 
hours of artistic, cultural, sports and other programs. 
CFCM-TV participates in the TVA network broadcasts 
which represent close to seven and a half hours per 
week, of which one hour and a half are locally produced. 


Canadian content is considerably higher than the 
minimum of 60% established by the Canadian Radio- 
Television and Telecommunications Commission. 


We have approved capital expenditures of $1,642,000, 
the major part of which is for a new transmitter. 
Management of this station has been strengthened by 
taking on a vice-president in charge of programming/ 
production, a news director, and by the appointment of a 
vice-president, news and public affairs. 


The commercial production department of TELE- 
CAPITAL LTD., was again honoured nationally this year, 
receiving seven certificates of merit for commercials at 
“T.V.-Day” held in Calgary last October 18th. One of the 
seven commercials ranked as the “best in its category” 
and received an honourable mention. 


Our contribution to the TVA network has increased by 
the production of thirteen episodes in the series “Regards 
sur le Monde”, and by a new children’s program, 
produced by CFCM-TV, and transmitted by the majority 
of the TVA stations, including CFTM-TV. 


CKMI-TV 


This station is dedicated to the English-speaking 
population of the Québec City area; it is affiliated with the 
Canadian Broadcasting Corporation (CBC). 


CKMI-TV has its own programming and news depart- 
ments. Local production consists of 51, hours per week, 
including information periods every day, including 
Saturday and Sunday, and additional public affairs and 
variety programs. It responds well to the needs of its 
audience and, by active participation in local projects, 
endeavours to reflect the life style and aspirations of the 
community it serves. 


Its ratings are good and we are pleased to be able to 
continue to provide the English minority of our area with 
this means of communication and link with other 
members of the community. 


CFER-TV 


From its very first year of operation, CFER Rimouski 
has demonstrated a lot of vitality and created an enviable 


record in participating in the collective life of the region it 
serves. We propose to continue to expand its broad- 
casting area in eastern Québec. Following the request of 
the Canadian Radio-Television and Telecommunications 
Commission, we will extend the range of our signal 
along the north shore of the Gaspé region from Matane 
to Grande-Vallée by installing a transmitter at Sept-iles. 


The Rimouski region is growing by leaps and bounds. 
Last September a new warehouse at Rimouski Wharf 
was established by the Logistec Company, enabling it to 
supply the lower North Shore from its base in East 
Rimouski by the use of two coastal vessels. This new 
project represents an important sales potential for 
business and industry in the Rimouski area, involving the 
creation of many new jobs. 


In September 1978, our local production at Rimouski 
was six hours and forty five minutes; for the fall/winter 
1979/1980 season it will be eight hours forty minutes. The 
Canadian content of the program schedule is more than 
63%; the number of our employees has increased from 
33 in September 1978 to 51 in September 1979. 


During the year, we invested $430,000 in additional 
equipment. 


CHOI-FM 


When we applied for a change to our initial proposals, 
the Canadian Radio-Television and Telecommunications 
Commission urged us to make thirty minutes of air time 
available without commercials. They also asked us to 
consider the possibility of acquiring FM installations 
separate from those of the AM station (CHRC) in order 
to bring about a more distinct operating and 
programming identity for each of the stations. We have 
conformed with the Canadian Radio-Television and 
Telecommunications Commission’s request. 


The separation of CHOI-FM is in progress; a vice- 
president, general manager of CHOI-FM was appointed 
at the beginning of the current season. We are 
confident we can achieve the complete separation of the 
two stations CHOI-FM and CHRC-AM during the next 
fiscal year. This will give each station its own manage- 
ment, but at the same time provide common support 
services for the two organizations. 


We cannot expect the station to operate profitably for a 
number of years. We are confident, however that the 
autonomy accorded the new management team will 
promote increased competition between our various 


stations and will result in the FM operation being more 
distinctive when compared to that of the AM station. 


CHRC-AM 


The results of this station for the year ended August 31, 
1979, were somewhat disappointing. Nevertheless, for 
the current year, we are confident that we will regain 
some of the lost ground. The listening audience has 
significantly increased, the personnel is more dynamic 
and we believe that the station can maintain its 
predominant position during the current year. 


CHRC-AM is still the top AM station in Québec City, and 
the audience listens to each and every program with 
interest. Nevertheless, competition is severe and we will 
have to redouble our efforts to remain in first place. 


CKLM-AM ‘ 


Since the move from Montréal to Laval, the results of 
this station have continued to improve. The latest 
ratings ranked it as the fifth most popular station in 
Montréal. CKLM now operates in its own distinct market 
and, in addition, has access to the larger Metropolitan 
Montréal market. However, it will be increasingly difficult 
to maintain this progress because the closer we are to 
the top, the tougher the competition. 


~ UNICOM 


Our sales branch continues to work actively with a 
large number of radio and television stations in the 
Province of Québec, representing them in their dealings 
with agencies. The staff has performed vigorously. 


Its Montréal and Toronto offices are located in the heart 
of the major markets and keep in close touch with 
commercial trends which propel the advertising world. 
A new manager in Toronto took over from Bernard 
Brossard who has now become vice-president, general 
manager. 


GENERAL CONSIDERATIONS 


Over the years, many factors contributed to TELE- 
CAPITAL’s success, principally the favourable position 
of CFCM television and CHRC-AM radio in Québec. 
More recently, with the increased penetration of cable, 
the evolution of Radio Québec as a serious competitor 
(whereas formerly its r6éle was confined to that of 
education), and the arrival of new radio and television 
stations in the Québec City area, CFCM-TV and CHRC- 
AM are obliged to be more vigilant and to redouble their 
efforts to retain their share of local and national 


markets, from the dual point of view sales and ratings. 
Finally, the TV serials and feature-length films of Radio 
Canada and Radio Québec are state-subsidized 
programs with which we cannot compete in the short 
or medium term. 


Moreover, the need to present local programs during 
peak periods, both on television and radio, requires us to 
incur considerable additional costs without assuring us 
that any of these programs will be as popular as those 
which they replace or will replace. 


Nervertheless, we intend to maintain the top rank that 
TELE-CAPITAL has acquired in the radio and television 
world. The pursuit of our objectives will, in the long-term, 
generate new sources of revenue. The quality of our 
programs as well as a more active involvement in 
community life will help us maintain our audience as 
well as our share of the local market. 


However, in order to achieve these objectives, we will 
be obliged to make new investments and utilize our 
resources for this purpose, with the aim of maintaining 
a rate of return on the investment of shareholders that is 
higher than the average for similar businesses. 


On the other hand, we cannot have our TV stations 
continue to increase the numbers of hours devoted to 
local programs, if we wish to maintain a financial position 
sufficiently strong to enable us to react adequately to 
the recommendations of the Canadian Radio-Television 
and Telecommunications Commission, to satisfy the 
expectations of the communities which we serve and, at 
the same time, to ensure our growth and viability. 
Rather, in the future, we should invest in improving the 
quality of our programs. 


During September, the Corporation de Gestion La 
Vérendrye group acquired the majority of the Class B 
voting shares and a significant number of the Class A 
non-voting shares outstanding and it now holds the 
majority of our company’s capital stock. 


This take-over by a group of serious businessmen with 
financial resources adequate to ensure our growth, will 
permit us to take a longer view of our future and our 
expansion. 


Messrs. FERNAND DOYON and MARC LAVIGNE, 
respectively Chairman and President of “La Vérendrye”, 
represent their group on our Board of Directors, and 
they have been respectively elected Chairman of the 
Board and Chairman of the Executive Committee of 
TELE-CAPITAL. 


Messrs. ROLAND GIGUERE, PAUL VIEN and RENE 
AMYOT, who have been associated with our company 
for many years, have tendered their resignations as 
members of our Board of Directors, and these have 
been accepted. Their wise counsel supplemented by 
their professional experience, has contributed to our 
uninterrupted progress. 


We have taken advantage of the opportunity to elect to 
the Board of Directors of our operating companies and 
our management company, TELE-CAPITAL LTD., our 
senior executives, thus recognizing their participation in 
the activities of the group. They are: JULES BELLE- 
GARDE, BERNARD BROSSARD, PIERRE DUHAIME, 
GILLES GREGOIRE and FRANCE FORTIN. 


We wish to thank our staff for their devotion. Our 
success results from each and every one of them striving 
for excellence in the performance of their respective 
tasks. 


On behalf of the Board of Directors 


Dr. FERNAND DOYON 
Chairman 


WILBROD BHERER, C.M., Q.C. 
President and Chief Executive Officer. 


FINANCIAL REPORT 
Tele-Capital Ltd. and subsidiaries 


CONSOLIDATED BALANCE SHEET as at August 31 


ASSETS 


Current assets : 
Cash and term deposits 
Accounts receivable 
Loans to certain officers and employees 
Prepaid expenses 
Prepaid television rights to films (Note 1 (b)) 


Loans to certain officers and employees 
Investments (Note 1 (c)) 


Fixed assets (Note 1 (d)) : 


Excess of cost of shares of subsidiaries over book value of 
their net assets at date of acquisition (Note 1 (a)) 


$ 5,811,030 
5,021,671 
105,000 
235,283 
247,534 


11,420,518 


257,278 


12,487,203 


12,744,481 


5,257,305 


7,487,176 


2,829,289 


$21,777,483 


1978 


— $ 3,900,766 © 


3,945,334 


231,770. 


: 262,026 : 


8,339,896 
260,000 


241,500 


10,572,004 


10,829,282 


_ 4,971,454 


5,857,828 


2,842,465 


- $17,541,689 


LIABILITIES 


Current liabilities : 
Accounts payable and accrued liabilities 
Income taxes payable 


Deferred income taxes (Note 1 (e)) 


SHAREHOLDERS’ EQUITY 
Capital stock (Note 2) : 
10,500 redeemable and convertible shares (26,000 preferred 
shares in 1978) 
1,978,125 Class A shares (1,947,125 shares in 1978) 
221,875 Class B shares 


Retained earnings 


APPROVED BY THE BOARD : 


Lursnd. as (ores 


THES. hat xk. , Director 


er 


$ 2,595,910 
676,709 


3,272,619 


896,061 


105,000 
394,792 
5,208 


505,000 


17,103,803 


17,608,803 


$21,777,483 


1978 


$ 2,304,137 


865,660 


3,169,797 


552,849 


260,000 
239,792 
5,208 


505,000 


13,314,043 


13,819,043 


$17,541,689 


Tele-Capitale Ltd. and subsidiaries 
CONSOLIDATED STATEMENT OF EARNINGS AND RETAINED EARNINGS 


Year ended August 31 


1979 4978 


Revenue : _. 
Television broadcasting $20,730,516 | | $15,944,145 
Radio broadcasting 5,237,604 | | 5,367,285 
Production and other 2,153,424 1,854,615 


28,121,544 23,166,045 
Less : Commission expense 1,236,259 | | : 1,036,673 


26,885,285] | 22,129,372 


Expenses : — 
Operating costs, excluding the undernoted expenses (Notes 3 and 4) .... 16,328,379 12,577,482 
Depreciation and amortization 658,233} | = 499,047 
Interest on long-term debt nee _ ., 225,694 | 
Penalties on early debt settlement — 87,000 


16,986,612 13,389,223 


~ 


Earnings before income taxes and extraordinary item 9,898,673 | | 8,740,149 | 

Income taxes(Note 1 (e)): | ; 
Current 4,352,138 3,921,276 
Deferred | 343,212 262,439 


4,695,350 4,183,715 


Earnings before extraordinary item 5,203,323 4,556,434 
Loss in write-off of an investment 201,000 — 


Net earnings for the year : 5,002,323 4,556,434 


Retained earnings at beginning of year 13,314,043 | | 9,637,184 
18,316,366 14,193,618 


Dividends : 
Preferred shares — 50¢ per share 7,813 : 13,875 
Common shares — 55¢ per share; 1978 — 40¢ 1,204,750 865,700 


1,212,563 879,575 
Retained earnings at end of year $17,103,803 $13,314,043 


Earnings per common share (Note 5) 


Tele-Capital Ltd. and subsidiaries 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


Year ended August 31 


Source of funds : é 
Net earnings before extraordinary item 
Items not affecting working capital — 
Depreciation and amortization 
Deferred income taxes 


Decrease in long-term loans to certain officers and employees 


Issue of Class A shares 


Application of funds : 
Additions to fixed assets 
Repayment of long-term debt 
Investments 
Dividends 
Redemption of shares 


Increase (decrease) in working capital 


Working capital at beginning of year 


Working capital at end of year 


Québec, Canada, October 12, 1979 


AUDITORS’ REPORT 


1979 


$5,203,323 


658,233 
343,212 
19,227 


6,223,995 


260,000 
155,000 
65,254 


6,704,249 


2,358,886 


1,212,563 
155,000 


3,726,449 


2,977,800 


5,170,099 


$8,147,899 


1978 


$4,556,434 


499,047 
262,439 
54,793 


5,372,713 


45,000 
45,000 
14,072 


5,476,785 


2,927,569 
2,836,447 
226,500 
879,575 
45,000 


6,915,091 
(1,438,306) 


6,608,405 


$5,170,099 


In our opinion, these consolidated financial statements 

; : present fairly the financial position of the Corporation as 
We have examined the consolidated balance sheet of at August 31, 1979 and the results of its operations 
Tele-Capital Ltd. as at August 31, 1979 and the con- and the changes in its financial position for the year 
solidated statements of earnings and retained earnings, then ended, in accordance with generally accepted 


and changes in rane! position fOr the year then ; accounting principles applied on a basis consistent with 
ended. Our examination was made in accordance with that of the preceding year. 


generally accepted auditing standards, and accordingly 
VER Eo a 


included such tests and other procedures as we con- 
Chartered Accountants 


To the Shareholders of Tele-Capital Ltd. : 


sidered necessary in the circumstances. 


Tele-Capital Ltd. and subsidiaries 
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS as at August 31, 1979 


1. Summary of significant accounting policies: 


(a) Principles of consolidation — 
The consolidated financial statements include the accounts of Tele-Capital Ltd. and all its subsidiaries. 


In respect of subsidiaries purchased on September 1, 1972, the Corporation does not intend to 
amortize the excess of the consideration paid for the shares of those subsidiaries over the underlying 
book value of their net assets, because management believes that this excess has a real and 
continuing value. The excess in respect of the subsidiaries purchased after that date is being amortized 
over 20 years. 


Prepaid television rights to films — 


Rights to telecast feature films and television series are purchased under contracts for periods not 
exceeding five years. The payments made in accordance with these contracts are recorded as assets 
which are subsequently charged to operations as the films are presented, using an average cost 
per run calculated based on the total contract cost and the number of authorized runs. 


The account “prepaid television rights to films” represents the unamortized balance of the total cost. 
of the contracts, less the amounts remaining to be paid on such contracts. The unpaid portion at 
August 31, 1979 amounted to $241,000, of which $229,000 is due within one year. 


Investments — 


Investments are valued at the lower of cost and estimated realizable value. 


Fixed assets and accumulated depreciation — 


Fixed assets are recorded at cost and are written-off over their estimated useful lives ancient on 
a straight-line basis, as follows: 


Buildings acquired prior to September 1, 1972 — 5% (diminishing balance) 
Building acquired after September 1, 1972 — 30 years 

Technical equipment — 8to 15 years 

Furniture — 10 years 


Income taxes — 
Income taxes charged against earnings include a provision for deferred taxes resulting from certain 
items being reported for tax purposes in different periods than for financial reporting purposes. 


Deferred income taxes shown on the balance sheet result from the accumulated excess of capital cost 
allowance claimed for tax purposes over depreciation charged in the accounts. 


. Continuance and share capital: 


The Corporation received on May 23, 1979 a certificate of continuance, authorizing it to carry on business 
under the Canada Business Corporations Act. The classes of shares and maximum number of shares 
authorized are as follows: 


10 


13,000 redeemable shares, 3,150,000 Class A shares and 350,000 Class B shares. 


The redeemable shares are entitled to a non-cumulative dividend of $0.50, they are redeemable at $10 
per share and they can be converted, until August 31, 1980, at the rate of one share for two Class A shares. 


The Class A shares carry a prior right to dividends to the extent of $0.24 per share per year. After that 
amount per share has been paid or set apart for payment, the Class B shares are entitled to dividends 
of $0.24 per share per year. The Class A and Class B shares participate equally, share for share, in 
any additional distribution of dividends in any one fiscal year. Dividends on Class A and Class B shares 
are non-cumulative. The Class A shares are non-voting unless and until their holders fail to receive, 
during 24 consecutive months, dividends at the minimum annual rate of $0.24 per share. 


As a result of the changes in capital-stock designations and of the transactions occurring during the 
year, 15,500 of the 26,000 preferred shares outstanding as at August 31, 1978 have been converted into 
31,000 Class A shares; the remaining 10,500 shares were outstanding as at August 31, 1979 and are 
designated as redeemable and convertible shares. 


The share capital, shown in the balance sheet, excludes 610,600 Class A shares and 71,000 Class B 
shares held by a wholly-owned subsidiary company. This company was wound-up in September 1979 
and the above-mentioned shares were cancelled. In addition, the 10,500 redeemable and convertible 
shares outstanding as at August 31, 1979 were converted into 21,000 Class A shares also during 
September 1979. 


. Operating costs of the new television station: 


The net operating costs, incurred by the new television station in Rimouski during the start-up period 
ended on August 31, 1978, amounted to $379,206. These costs were charged against that year’s earnings. 


. Pension Plans: 


The Corporation and its subsidiaries have pension plans which are generally open to all employees. 
The pension expense charged to earnings for the year ended August 31, 1979 amounted to $468,600 
($228,139 in 1978). Commitments for past services not yet charged to operations amount to approximately 
$600,000 at August 31, 1979. It is the Corporation’s intention to amortize and fund these commitments 
during the period ending August 31, 1982. 


. Earnings per Class A and Class B shares: 


1979 1978 


Earnings before Net earnings Net earnings 


extraordinary item for the year for the year 


Earnings per share $2.37 $2.28 : $2.09 
Diluted earnings per share $2.34 $2.25 


The calculation of earnings per share is based on the weighted average number of Class A and Class B 
shares outstanding during the year and takes into account the dividends declared on preferred shares. 


The diluted earnings per shares show the effect on earnings per share of a conversion, at the beginning 
of the year, of all convertible shares. 
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FIVE YEAR 
FINANCIAL REVIEW 


TElE-CAPITAL UTD. 


and subsidiaries 


DONNEES SUR 
L’EXPLOITATION : 


Revenus 
Commissions encourues 


Frais d’exploitation 
Amortissement 
intéréts — 
Dette a long terme 
Autres 


Bénéfices avant impot 
sur le revenu 
Impéts sur le revenu 


Bénéfices avant postes 
extraordinaires 
Postes extraordinaires 


Bénéfices nets 


Fonds provenant de 
l'exploitation 


* Durant l'année 1979, 15,500 actions privi- 
légiées ont été converties en 31,000 actions 
ordinaires. 


A Années civiles; les cours en bourse de 1979 
sont jusqu’au 31 aodt. 


** Inscrite aux bourses de Montréal et de 
Toronto. 


OPERATING DATA: 


Revenue 
Commission expenses 


Operating expenses 

Depreciation 

Interest — 
Long-term debt 
Other 


Earnings before income 
taxes 
Income taxes 


Earnings before 
extraordinary items 
Extraordinary items 


Net earnings 


Funds from 
operations 


* During the year 1979, 15,500 preferred shares 
were converted into 31,000 common shares. 


A Calendar years; 1979 quotations are as at 
August 371. 


** Listed on the Montréal and Toronto stock 
exchanges. 


TELE-CAPITALE LTEE** 


31 aodt 


REVUE FINANCIERE 


En milliers de dollars 


Sauf les montants par action 


DES CINQ DERNIERES ANNEES : 


DONNEES DU BILAN : 


Actif a court terme 
Passif a court terme 
Fonds de roulement 
Immobilisations — net 
Total de l’actif 

Dette a long terme 
Avoir des actionnaires 


DONNEES SUR LES 
ACTIONS ORDINAIRES : 


Valeur aux livres 
Valeur au marche 
Haut: A 
Bas: A 
Bénéfices par action 
avant postes 
extraordinaires 
apres postes 
extraordinaires 
Dividendes déclarés 


Nombre d’actions* 


7.99 
15.50 
11.00 

2.37 


2.28 
0.55 


2,190,000 


1978 


8,340 
3,170 
5,170 
5,858 
17,542 


13,819 


6.25 


12.62 
7.50 
2.09 


2.09 
0.40 


2,169,000 


TELE-CAPITAL LTD.** 
August 31 


4.55 
8.50 
5.00 
1.60 


1.60 
0.30 


2,160,000 


3.23 
6.50 
4.20 
1.11 


1.32 
0.28 


2,130,000 


2.19 
6.25 
4.00 
0.65 


0.65 
0.28 


2,130,000 


000 omitted 
Except for amounts per share 


FIVE YEAR FINANCIAL 
REVIEW: 


BALANCE SHEET DATA: 


Current assets 
Current liabilities 

‘ Working capital 
Fixed assets — net 
Total assets 
Long-term debt 
Shareholders’ equity 


COMMON STOCK 
DATA: 


Book value 

Market value 
A High 
A Low 

Earnings per share 
before extraordinary 
items 
after extraordinary 
items 

Dividends declared 


* Number of shares 
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